Summary of Louisiana Commercial Activity Tax Proposal

The Governor’s proposal provides that a Commercial Activity Tax (“CAT”) is assessed on each
entity doing business in the state of Louisiana based on taxable gross receipts. The CAT is imposed
on the entity receiving the gross receipts and applies to most businesses including retail,
wholesale, service, and manufacturing regardless of the type of business organization. For
example, partnerships, LLCs, S corporations, C corporations, limited partnerships and other types
of associations are subject to the CAT.
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A Minimum Commercial Activity Tax (“MCAT”) ranging from $250 to $750 is assessed on
corporations with gross receipts of $1.5 million or less based on the level of gross receipts
received. Corporations with $1.5 million or less of taxable gross receipts do not have a separate
CAT calculation.

For corporations and limited liability companies that have elected to be taxed as corporations, the
total amount due on the corporation income tax return is the greater of: (1) the MCAT,; (2) the
CAT Formula; or (3) the net corporate income tax (“CIT”) due after the application of all credit
carryforwards, nonrefundable credits, and refundable credits. The CAT Formula will serve as an



alternative minimum tax to the CIT and the total amount due will be based on a percentage of the
difference between the CIT and the CAT.

For all pass through entities not subject to the corporation income tax, the amount due is the
MCAT.




